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Independent Auditor's Report

President and Village Council
Village ot Carleton
Carleton, Michigan 48117

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Village of Carleton,
Monroe County, Michigan as of and for the year ended February 29, 2008, which collectively comprise
the Village's basic financial statements as listed in the table of contents. These financial statements are
the responsibility of the Village of Carleton, Monroe County, Michigan’s management. Our responsibility
IS 10 express opinions on these financial statcrients based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial giatements are free of material misstatement, An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements, An audit also
includes assessing the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audit provides a reasonahle
basis for our opinions,

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business~type aclivities, each major fund,
and the aggregate remaining fund information of the Village of Carleton, Monroe County, Michigan as of
February 29, 2008, and the respective changes in financial position and where applicable, cash flows
thereof for the year then ended in conformity with accounting principles gencrally accepted in the United
States of America,

The management’s discussion and analysis and budgetary comparison information on pages 3 through 9
and 37 through 43, are not a requircd part of the basic financial statements but are supplementary
information required by accounting principles generally accepted in the United States of America. We
have applied certain linmited procedures, whicl consisted principally of inquires of management regarding
the methods of measurement and presentation of the required supplementary information. However, we
did not audit the information and express no opinion on it.



President and Village Council
Village of Carleton

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Village of Carleton, Monroe Counfy, Michigan’s basic financial statements. The
comparative and individual fund financial statcments are presented for purposes of additional analysis and
are not a required part of the basic financial statements. The comparative and individual fund financial
slatoments have been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, are fairly stated in all material respecis in relation to the basic financial
statements taken as a whole.

(ol Al byl Gl

June 4, 2008



VILLAGE OF CARLETON

Management’s Discussion and Analysis
Year Ended February 29, 2008

This section of the Village of Carleton’s annual financial report presents our discussion and analysis of the Village’s
financial performance during the fiscal year ended February 29, 2008, Please read it in conjunction with the Village’s
financial statements, which immediately follow this section. This sumimary should not be taken as a replacement for
the audit which consists of the {inancial statements and other supplemental information that presents all the Village’s
revenues and expenditures by program for the General Fund, Special Revenue Funds, Internal Service Fund, and
Enterprise Fund.

Using this Annual Report

This annual report consists of a series of financial statements and notes to those statements. Thesce stalements are
organized so the reader can understand the Village of Carlcion financially as a whole. The Government-Wide
Financial Statements, which include the Statement of Net Asscts and the Statement of Activities, provide
information about the activities of the Village as a whole and presents both a short-term and a long-term view of those
finances. The Fund Financial Statements provide the next level of detail. For governmental activities, these
staternents explain how services were financed in the short-term as well as what remains for future spending. The
Fund Financial Statements report the Village’s operations in more detail than the Government-Wide Financial
Statements by providing information about the Vitlage’s most significant funds - the General Fund, the Major Street
Special Revenue Fund, the Local Street Special Revenue Fund, the Municipal Street Special Revenue Fund, the Ash -
Carleton Park Special Revenue Fund, Equipment Fund, and the Sewage Disposal Fund. The remaining stalentent, the
Statement of Fiduciary Net Assets, presents financial information about activitics for which the Village acts solely as
an agent for the benefit of (he public. The following summary illustrates how the various parts of this annual report
are arranged;

Management's Discussion and Analysis (MD&A4)
{Required Supplemental information)

Basic Financial Statements

Covermment-Wide Financial Statemenis Fund Financial Statements

Noies to the Basic Financial Statements

Budgetary Information for Mujor Funds
{Required Supplemental Information)

Other Supplemental Informarion



VILLAGE OF CARLETON

Management's Discussion and Analysis
Year Ended February 29, 2008

Government-Wide Financial Statements

The Statement of Net Assets and the Statement of Activities (pages 10-12), which appear first in the Village’s
financtal statements, report information on the Village as a whole and its activities. These statements include all assets
and liabilities, using the accrual basis of accounting, which is similar to the accounting used by most private-sector
companics. This basis of accounting takes into account all of the current year’s revenues and expenses regardiess of
when cash 15 received or paid.

These two statements report the Village’s net assets and changes in them, The change in net assets provides the
reader a tool to assist in determining whether the Village’s financial health 8 improving or deteriorating. The
relationship between revenues and expenses indicates the Village’s operating results. However, the Village's goal is
to provide services 1o our residents, not to generate profits as commercial entities do. One must consider many other
non-financial factors, such as the quality of the services provided and the safety of the public to assess the overall
hegith of the Village.

The Statement of Net Assets and Statement of Activities report the governmental and business-type activities [or the
Village, which cncompass all of the Village’s services, including general government services, public safety, public
works, reereation and cultural, and sewage disposal services. Property taxes, state grants, and capital contributions
finance most of these activities.

Fund Financial Statements

The Village’s Fund Financial Statemcents (pages 13-22) provide detailed information about the most significant or
“major” funds - not the Village as a whole. Some funds arc required to be established by State law and by bond
covenants. However, the Village establishes other funds to control and manage moncy [or particular purposes or to
show that it is properly using revenues. The Village’s three types of funds, governmental, proprictary, and fduciary,
usc different accounting approaches as described below:

Governmental funds - Many of the Village’s services are reported in governmental funds. Governmental tund
reporting focuses on showing how money flows into and out of funds and the balances left at year-end that are
available for spending. They are reported using the modified accrual accounting method, which measures cash
and all other financial assets that can readily be converted to cash. The governmental fund statements provide a
detailed short-term view of the operations of the Village and the services it provides. Governmental [und
information helps you delermine whether there are more or fewer financial resources that can be spent in the near
future to finance the Village’s programs, We describe the relationship {or differences) between govemmental
activities (reported in the Statement of Net Asscts and the Statement of Activities) and governmental funds in a
reconciliation format in the financial section on pages 14 and 16,

Proprietary fund - A Proprietary Fund is used to account for business-type activities of the Village which
consists of the Sewage Disposal [Fund. This fund accounts for the services provided by the Village where the
Village charges customers for the services it provides, This fund uvses accrual accounting; the same method used
by private secior business. An internal service fund is used to accumulate and allocate costs internally among the
Village's various functions. The Village uses an internal service fund to account for its equipment rental activity,
Because these services predominately benefit governmental rather than business-type functions, they have been
included within governmental activities in the government-wide financial statements.



VILLAGE OF CARLETON

Muanagement's Discussion and Analysis
Year Ended February 29, 2008

Fund Financial Statements - Concluded

Fiduciary funds - An Agency Fund is used to account for the Village's payroll and related payroll taxes and (or
assets held by the Village as an agent for the collection and disbursement of property faxes.

Government—-Wide Financial Analysis

Recall that the Statement of Net Assets provides the perspective of the Village as a whole. Table 1 provides a
summary of the Village’s net assets as of February 29, 2008:

Table 1:
Condensed Statemient of Net Assets
February 29, 2008
Governmental Business-Type
Aclivitics Activities Total
2008 2007 2008 2007 2008 2007
Current and other assels $1,859,395 $1,815434 31,498,509 $1 460,843  $3,357904 $3,276,277
Capital assels 322,000 318,027  R.488348 8,873,660 8810354 8,991,687
Total Assets 2,181,401 2,133,461 9,986,857 10,134,503 12,168,258 12,267,964
Current and other liabilities 23,703 72,503 303,302 294,609 327.005 367,112
Long-term liabilitics 36,784 39483 3,830,000 4,075,000 3,866,784 4,114,483
Total Liabilities 60,487 111,986 4,133,302 4,369,609 4,193,789 4,481,595
Neat Asscis
Invested in capital
assets, net of related debt 322,006 318,027 4,413,348 4,358,660 4,735,354 4,670,687
Restricted for;
Drug enforcement 2,081 2,146 0 0 2,081 2,140
Streets and highways 955,067 894,069 ] 0 Q55,067 394 069
Park {4,063 3,101 0 0 14,063 3,101
Unrestricted 827,697 804,138 1,440,207 1,406,234 2,267,904 2,210,372
Total Net Assets $2,120914  $2,021,475 $5,853,555 §$5,764,894 $7,974,469 §7.786,369

As depicted in Table 1, the Village’s net assets were $8.0 million at February 29, 2008, Of this amoun(, a positive
$2.3 million was unrestricted. This amounl represents the accumulated results of all past years” operations. The
unrestricted net asset balance is used for working capital and cash flow needs as well as to provide for future
uncertainties. It means that if we bad to pay off all of our bills today, including all of our noncapital Liabilities we
could with our current resources. The operating resulls of the General Fund and the Sewage Disposal Fund will have
a significant {mpact on the change in unrestricted net assets from year (o year.

The results of this year’s operations for the Village as 2 whole dre reported in the Statement of Activities {Table 2),
which shows the changes in net assets for the fiscal year ended February 29, 2008,



VILLAGE OF CARLETON

Management’s Discussion and Analysis
Year Ended February 29, 2008

Government—~Wide Financial Analysis - Concluded

Tuble 2:
Changes in Net Assets
Year Ended February 29, 2003
Governmental Business-Type
Activities Activitics Total
2008 2007 2008 2007 2008 2007
Revennes
Program revenues
Charges for services $103,129 §142,595 $458,681 $468,270 $361.810 $610,865
Operating grants and
coniributions 144,695 144,309 0 0 144,695 144,309
Capital grants and
contributions 6,761 0 0 0 6,761 0

254,585 286,904 458,681 468,270 713,266 755,174

General revenues

Property taxes 437,565 397,184 0 0 437,565 397,184
State grants 235,756 276,146 1] 0 235,756 276,146
Other general revenues 144,786 156,712 214,616 284 R&t 359,402 441,593
818,107 830,042 214,610 284,881 1,032,723 1,114,923
Total Revenues 1,072,692 1,116,946 673,297 753,151 1,745,989 1,870,097
Functions/Proegram Expenses
Legistative 7.804 7,045 0 0 7,804 7,045
General povernment 207,688 198,837 0 0 207,688 198,837
Public safety 382,733 377,897 0 0 382,733 377.897
Public works 323,073 265,487 0 0 323073 265,487
Recreation and cultural 51,955 44,015 0 g 51,955 44,013
Sewer 0 0 584,636 508,629 584,636 598,629
Total Expenses 973,253 593,281 584,630 598,629 1,557,889 1,491,910

Increase {(Decrease)
in Net Asscts 599 439 $223,665 $88,661 $154,522 $188,100 $378,187

As indicated in Table 2, ihe cost of all governmental activities this year was $973,253. Of this amount, $254,585 was
subsidized with revenue generated from charges for services, grants and other contributions with the remaining costs
[inanccd with gencral revenues.

As indicated in Table 2, the cost of alf husiness-type activities this year was $584.636. The sewer system is [inanced
by charges to the Village custemers.

The Village experienced an increase in net assets of $188,100. The increase in net assets differs from the change in
fund balance. A reconciliation of the change i fund balances for the governmental activities to the change in net
assets appeass on page 16. 6



VILLAGE OF CARLETON

Management's Discussion and Analysis
Year Fnded February 20, 2008

Fund Financial Analysis

As noted earlier, the Village uses funds to help contro! and manage money for particular purposes. Looking at funds
helps the reader consider whether the Village of Carleion is being held accountable for the resources taxpayers and
others provide to it and may give more insight into the Village’s overall financial health.

As the Village completed this year, the governmental funds reported a combined fund balance of $1,693,391, which is
an increase of $74,067 from last year. The changes in the General Fund and Special Revenuc Funds are as follows:

Speceial
General Revenue
Fund Funds Total

Fund balances -

Beginning of year $722.154 $897,170 51,619,324
Increase {decrease) 2,107 71,960 74,067
Fund balances —

End of year $724,26__}___ $9069,130 $1,693,361

The Village’s General Fund balance increase i3 duc to many factors. The tables that follow assist in illustrating the
financtal activities of the General Fund,

February 29, February 28, Percent
Revenues 2008 2007 Change
Property taxes $437.565 $397,184 10.17 %
Licenses and permits 53,605 78,192 (31.44)%
State grants 237,744 247410 (3.90)%
Charges for services 2,364 2,376 (0.50)%
Interest 29,128 26,002 12,02 %
Other 51,327 87,028 {(41.02)%
Total Revenues 811,733 $838.192 (3.16)%

The Village’s revenues decreased from $838,192 in 2007 to $811,733 in 2008 due to the decrease in licenses and
permits, state grants, and other revenue, which is the result of a decrease in building permits and licenses, state shared
revenue, and the sale of capital assets. Also, there way a significant increase in interest revenue due to an increase n
intcrest rates.



VILLAGE OF CARLETON

Management's Discussion and Analysis
Year Ended Februamy 29, 2008

Fund Financial Analysis — Concluded

Percent
Expenditures _February 29, 2008 February 28, 2007 Change
Legislative 5 6,594 $ 6,070 B.63 %
General government 135,150 122,788 10.07%
Public safety 271,111 257,646 5.23%
Puhlic works 134,836 144,230 {6.51)%
Recreation and cultural 376 1,261 (54.32)%
Other 236,353 205,021 15.28 %4
Operating transfers out 25,000 15,000 66.67 %
Total Expendilures $809,626 $752,016 7.66 %

The Village's expenditures increased from $752,016 in 2007 to $809,626 in 2008 because of an increase of
cxpenditures in all functions of government except for public works, and recreation and cultural, which is illustrated
in the table above. The most notable increases were for village hall and grounds, police department, hospitalization
tnsurance, and workers compensation insurance. The expenditures for village hall and grounds increased by $14,588
(63.33%) due to repairs and maintenance; the police department increased by 828,306 (13.21%) due to additional
potice olficers; and hospitalization insurance increased by $14,554 (15.59%).

General Fund Budgetary Highlights

The Uniform Budget Act of the State of Michigan requires the Village Board to adopt the original budget for the
upcoming fiscal year prior to March 1, the start of the fiscal year, Over the course of the year, the Village revises its
hudget as it attempts o deal with the uncspected changes in revenues and expenditures, State law requires that the
budget be amended to ensure that expenditures do not excesed appropriations. A schedule Nustrating the Village’s
original and final budget amounts compared with amounts actually paid and received is provided m the required
supplementat information of these financial statements. Revisions to the General Fund original budget were

as follows:

Revenues - The original budget of $732,300 was increased by $67,218 to $799,515 during the year to amend tax
rgvenue.

Expenditures - The original budget of $779,230 was amended to $884,445, an increase of $105,215, during the year.
The amendmenis were fo adjust for attomey fees, village hall and grounds, building inspector, sanitation,
hospitalization insurance, and other expense,



VILLAGE OF CARLETON

Management's Discussion and Analysis
Year Ended February 29, 2008

Capital Asset and Debt Administration
Capital Assets

At February 29, 2008, the Village had $11,482,680 invested in a broad range of capital assets, including land, building
and improvements, roads, machincry and equipment, vehicles, playscape, and the wastewater treatment. The additions
of $45,690 were for roof improvements to the village hall and the concession stand roof, a new police vehicle, a
server for the village hall, and a new lawn mower. No new debt was issued for these additions. Depreciation for this
vear totaled $227,023. Details regarding capital asscls are included in Note 6 to the financial statements.

Debt

At February 29, 2008, the Village's debt is $4,111,784. Sewage Disposal Systern No. 3 bond debt is $4,075,000. The
bonds are paid with charges for services. Compensated absences {sick and vacation) payable is $36,784. Details
regarding debt are included in Note 8 to the financial statements,

Development of the 2009 Fiscal Year Budget

Our elected officials consider many factors when sctting the Village's 2009 fiscal year budget. Based primarily on
the last fiscal year’s spending patterns, thought is also given to important factors affecting the budget. The budget for
property taxes was decreased by approximately 1% over the prior year’s budget. Also, the budget for state shared
revenue decreased by 815,000 from the prior year’s budget. The Village has budgeted expenditures at $822,756. The
prier year's amended cxpenditures were $836,245. This is a decrease of $13,489 (1.63%). Decreases are in the areas
of general government, public safety, and public works.

Contacting Village of Carleton’s Business Office
This financial report is designed to provide the Village's citizens, taxpayers, customers, investors and creditors with a
general overview of the Village’s finances and to demonstrate their accountability for the money it receives, If you

have questions about this report or need addifional information, contact the Village of Carleton Clerk, 1230 Monroe,
P.O. Box 376, Carleten, MI 48117,

g



VILLAGE OF CARLETON

Statement of Net Assets
February 29, 2008

Assels

Cash and cash equivalents
Accounts receivable
Assessment receivable
Due from other governmental units
Intermal balances
Advances to other funds
Prepaid expenscs
Restricted assets:

Cash with fiscal agent
Depreciable capital assets, nel

Total Assets

Liabilities

Accountis payable
Due to other governments
Payables from restricted assets:

Contracts payable - current porfion

Accrued interest
Other abilities
Long-term Habilitics:
Due in more than one year

Total Liabilitics

MNei Asscts
Invested in capilal assets, net of related debt

Rastricted:
Drug entorcement
Streets and highways
Park

Unrestricted

Total Net Assets

Governmental Business-lype

Activities Activities Total
$1,622,685 $1,079,726 $2,702,411
103,305 44 577 147,882
0 19,688 19,688
75,295 61,855 137,150
4,455 (4,455) 0
18,500 0 18,500
35,155 0 35,155
¢ 297,118 297,118
322,006 8,488,348 8,810,354
2,181,401 9,986,857 12,168,258
19,867 Y 19,867
3117 15,699 18,816
{ 245,000 245,000
0 42,448 42,448
719 155 874
36,784 3,830,000 3,860,784
60,487 4,133,302 4,193,789
322,006 4,413,348 4,735,354
2,081 0 2,081
955,067 0 955,067
14,063 0 14,063
827,697 1,440,207 2,267,904
$2,120,914 $5,853,533 $7.974,469

See accompanying notes to the basic finaneial statcmoents.
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VILLAGE OF CARLETON

Staiement of Activities

Year Ended February 29, 2008

Functions/Programs
Primary govermment:
Governmental activities:
Legislative
General government
Public safety
Public works
Recreation and cultural

Total Governmental Activities

Business-type activities:
Scewage disposal

Total primary government

Program Revenues

Operating Capital
Charges Grants and Grants and

Expenses for Services Contributions Contributions
$7.804 $0 50 SO
207,688 55,969 0 ¢
382,733 10,900 1,988 0
323,073 36,260 127,707 0
51,955 0 15,000 6,761
973,253 103,129 144,695 6,761
584,636 458,081 0 0
$1,557,889 $561,810 144,695 $6,761

General Revenues:
Property taxes
State grants

Debt service and connection charges
Iterest and investment earnings
Sale of capital assct

Other

Total general revenues

Change in Net Assets

Net Assets - Beginning of year

Net Assets - End of year

See accompanying notes to the basic financial statements.
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Net (Expense) Revenue and
Changes in Net Assets

Primary Government

Governmental Business-type
Activities Activities Total
{$7.804) $0 ($7,804)
(151,719 0 (151,719)
{369,845) 0 (369,843)
(155,106} 0 {159,106)
(30,194) 0 (30,194)
{718,668) 0 (718,668)
g (125,955) (125,955)
(718,668) (125,955} (844,623)
437,565 0 437,565
235,756 ¢ 235,750
0 160,784 160,784
73,942 53,832 127,774
1,002 0 1,002
69,842 0 69,842
818,107 214,616 1,032,723
99,4349 38,661 188,100
2,021,475 5,764,894 7,786,369
$2,120,914 $5,853,555 $7,674.469




VILLAGE OF CARLETON

Governmental Funds
Balonce Sheef
February 29, 2008

Major Local Municipal Ash-Carleton Total
General Street Street Street Park Governmental
Fund [Fund Fund Fund Fund Funds
Assels
Cash and cash cquivalents £577,852  $710,237  $223,139 330,045 $14,063 $1,555,386
Accounts recetvable 102,467 0 0 0 0 102,467
Duc from other governmental units 75,295 0 0 0 0 75,295
Due from other funds 3,834 264 0 0 0 4,098
Prepaid expense 35,155 0 3] 0 (] 35,155
Advance to other funds 18,500 0 G O Q 18,500
Total Assets $813,103  $710,501  §223,139  $30,095 $14,063 $1,790,901
Liabilities and Fund Ralances
Liabilities
Accounts payablc $19,867 $0 $0 $0 80 $19,867
Due 1o other funds 60,618 4,126 3,063 0 0 73,807
Due to other governmental units [,638 1,213 266 H 0 3.117
(ther liabilities 719 0 0 0 0 719
Total Liabilities 88,842 5,339 3,329 0 0 97,510
Fund Balances
Reserved for derug enforcement 2,081 0 0 0 0 2,081
Reserved for prepaid expenses © 35,1585 0 0 0 0 35,155
Reserved for advances 18,500 Q 0 0 0 18,500
Unreserved:
Designated for unemployment claim 2,000 0 0 0 0 2,000
Undesignated, reported in:
General Fund 666,525 0 0 0 0 666,525
Special Revenues Funds 1 705,162 219,810 30,095 14,063 969,130
Total Fund Balances 724,261 705,162 219,810 30,095 14,063 1,693,351
Total Liabilities and Fund Balances  $813,103  $710,501  $223,139 330,095 £14,063 £1,790,001

See accompanying notes o the basic financial statements.
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VILLAGE OF CARLETON

Reconciliation of the Balance Sheet of Governmental Funds

io the Siatement of Net Assets
Year Ended February 29, 2008

Total Fund Balances - Governmental Funds

Amounts reported for governmertal activities in the statement of net assets are
different because:
Capital assets used in governmental activities are not
financial resources and ave not reported in the funds:
Cost of the capital assets
Accumulated depreciation

Long-term liabilitics are notl due and payable in the current period and
therefore are not reported in the funds:
Compensated absences
Internal Service Funds are uscd by management to charge the costs of
certain activities to individual funds, The assets and liabilities of the

Internal Scrvice Funds are reported with the governmental activities,

Total Net Assets - Governmental Activities

See accompanying notes to the basic financial statements,
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447,291

{(137,514)

$1,693,39

309,777

(36,734)

154,530

$2,120,914
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Statement of Revenues, Expendifures, and Changes in Fund Balances

VILLAGE OF CARLETON

Governmental Funds

Year Ended February 29, 2008

Revenues
Taxes
Licenses and permits
State grants
Local ugit contributions
Charges for services
Fines and forfeits
Interest income
Other revenue

Total Revenues

Expenditures
Current Operating:

Legislative
General government
Public saflely
Public works
Recreation and cultural
Other

Total Expenditures

Excess (Deficiency) of Revennes
Over Expenditures

Other Financing Scurces (Uses)
Operating transfers in
Operating transfers out

Total Other Iinancing
Sources (Uses)

Net Change in Fund Balances
Fund Balances - Beginning of year

Fund Balances - End of year

Major Local Municipal Ash-Carleton Total
General Street Street Strect Park. Governmental
Fund Fund Fund Fund Fund Funds

$437,565 20 30 $0 50 §437,565
53,605 0 0, 0 0 53,605
237,744 84,710 42,997 { 6,761 372,212
0 0 0 1] 15,000 15,000

2,364 0 0 0 0 2.364
10,900 0 0 ] 0 10,900
29,128 32,650 7,743 1,293 184 70,998
400427 { 0 0 30417 70,844
811,733 117,360 50,740 1,293 52,362 1,033,488
6,594 0 0 0 o] 6,594
135,156 Q 0 0 0 135,156
271,111 0 G 0 ¢ 271,111
134,836 82,740 35,655 0 0 253,231
576 0 0 ¢ 56,400 56,976
236,353 0 0 0 0 236,353
784,626 82,740 35,655 0 56,400 959,421
27,107 34,620 15,083 1,293 {4,038) 74,067

] 5,000 5,000 0 15,000 25,000
(25,000 0 0 0 0 {25,000)
{25,000} 5,000 5,000 0 15,000 0
2,107 39,620 20,085 1,293 10,962 74,067
722,154 665,542 194,725 28,802 3,101 1,619,324
$724,261 $705,162 $219.810 330,095 $£14,063 51,693,391

See accompanying notes to the basic [inancial statements.
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VILLAGE OF CARLETON

Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds to the Stalement of Activifies
Year Ended February 29, 2008

Total Net Change in Fund Balances -~ Governmental Fuuds $74,067

Amounts reported for governmental activities in the statement of
activities are different because:
Governmental funds report capital outlays as expenditures;
in the statement of activities, these costs are allocated over thelr
estimated useful lives as depreciation:

Depreciation expense (19,986)
Capital outlay 45,690
25,704
Decreases in the liability for compensated absences are reported as
expenditures in the statement of activities; but not in the
governmental funds 2,699
Internal Service Funds are used by management {o charge the costs of
certain activities to individual funds. The net revenue of the intcrmal
service fund is reported with governmental activities. (3.031)
Change in Net Assefs of Governmental Activities $99,439

See accompanying notes to the basic financial statements.
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VILLAGE OF CARLETON

Proprictary Funds
Stutement of Net Assets
February 29, 2008

Governmental

Business-type Activities
Activities Tutcrnal Service
Enterprise Fund Funds
Sewage
Disposal Equipment
Fund Trund
Assets
Current Assets:
Cash and certificate of deposit $1,079,726 $67,299
Accounts receivable - Sewage accounts 23,754 0
Accounts receivable 20,823 838
Assessment receivable 19,688 0
Due from other funds 0 74,164
Due from other governmental units 61,855 0
Total Current Assets 1,205,846 142,301
Restricted Assets:
Cash with fiscal agenl 297,118 0
Total Restricted Assets 297,118 0
Capital Assets
Land 112,003 4]
Sewer mains 810,214 4]
Service connections 73,006 0
QOxidation ponds and equipment 1,284,210 0
Wastewater {reaiment plant 8,513,375 0
Machinery & Equipment 0 242 581
10,792,808 242,581
Less: Accumulated depreciation 2,304,460 239,352
Net Capital Assets 8,488,348 12,229
Total Assets 9,991,312 154,530

See accompanying notes o the basic financial statements.
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Liabilities
Current liabilities (payable from current assets):
Due to other funds
Thue to other governments
Other

Total Current Liabilities (payable from current asscls)
Current liabilities {payable from restricted asses):

Contracts payable - cuwrent portion

Accrued interest

Total Current V.iabilities (payable from restricted assets)

Long-Term Liabilities:
Contracts payable - non-current portion

Totat Long-Term Liabilities
Total Tiabilities
Net Assets
Invested in capital assets, net of refated debt

Unrestricted

Total Net Assets

Governmerital

Business-type Activities
Activities Internal Service
Enterprise Fund Fund
Sewape
Disposal Equipment
Fund Fund
54,455 $0
15,699 0
155 0
20,309 0
245,000 0
42,448 0
287,448 0
3,830,600 0
3,830,000 0
4,137,757 0
4,413,348 12,224
1,440,207 142,301
55,853,555 $154,530




VILLAGE OF CARLETON

Proprietary Fundy
Statement of Revenues, Expenses, and Changes in Fund Net Assets
Year Ended February 28, 2008

Governmental
Business-type Activities
Activities [nternal Service
Enterprise Fund Fund
Sewage
Disposal Equipment
Fund Fund
Operating Revenues
Charges for services $458,681 $0
Equipment rentals 0 36,260
Tetal Operating Revenues 458,681 36,260
Operating Expenses
Depreciation 185,312 21,725
Sewer processing and maintenance 267,749 0
General office and administrative 28,798 2,400
Mainicnance and operations 0 {8,110
Total Operating Expenses 481,859 42,235
Net Operating Income (Loss) (23,178) (5,975)
Non-Operating Revenues (Expenses)
Sewer tap fees - conséruction 50,250 0
Sewer tap fees - debt 110,534 O
Interest income 53,832 2,944
Interest expense (102,375} 0
Paying agent fees 402y 0
Total Non-Operating Revenues (Expenscs) 111,839 2,944
Change in Net Assets 8E,601 {3.031)
Net Assets - Beginning of year 5,764,854 157,561
Net Assets - End of year $5,853,555 $154,530

Sec accompanying notes (o the basic financial statements.
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VILLAGE OF CARLETON

Proprietary Funds
Stutement of Cash Flows
Year Ended February 29, 2008

Business-type

Governmental

Activities

Activilics Intemnal Service
Enterprise Fund Fund
Sewage
Disposal Equipment
Fund Fund
Cash Flows from Operating Activities:

Receipts from customers §£518.699 $22,171

Payments to suppliers (279,160} (21.654)

Payments {o luternal Service Fund and administration fees (6,739) (1,200)

Net cash provided {used) by operating activities 232,800 (683)
Cash Flows from Noncapital Financing Activities:
Special assessments 0 0
Other expense 0 0
Net cash provided (used) from noncapital financing activities 0 0
Cash Flows frem Capital and Relaled Financing Activities:

Principal payments on contracts payable (240,000) ]

interest paid {104,875} 0

Paying agent fees {402) 0

Debt service and connection charges 160,784 0

Net cash pravided (used) for capital and related financing activities (184,493) 0
Cash Flows fram Investing Activities:

Interest itcome 53,832 2.944
Net Increase (Decrease) in Cash and Cash Equivalents 102,139 2,261
Cash and Cash Equivalents - Beginning of Year 1,274,705 65,038
Cash and Cash Equivalents - End of Year $1,376,844 §67,299

See accompanying notes to the basic financial statements.
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YILLAGE OF CARLETON

Proprictary Funds
Statement of Cash Flows
Year Ended February 29, 2008

Reconciliation of Operating Income to Net Cash

FProvided by Operating Activities

Operating income {iocss)

Adjusiments to reconcile operating income {loss) to net cash

from operating activities:

Depreciation

Changes in operating assets and liabilities
{Increase) decrease accounts receivable
{Increase) decrease due from other funds
(Increase) deercase due from other governments
Increase (decrease) accounis payable
Increase (decrease) due to other {unds
Increase (decrease} due to other governments

Net cash provided (used) by operating activities

See accompanying notes fo the basic financial statements.
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Governmentatl
Business-type Activities
Activities Internal Service
Enterprise Fund Fund
Sewage
Disposal Lquipment
Fund Fund
($23,178) ($5,975)
185,312 21,725
23,720 {21)
0 (14,068)
36,298 0
155 G
(2,565} (2,344)
13,058 0
$232.800 ($683)




VILLAGE OF CARLETON

Agency Funds
Statement of Fiduciary Net Asscts
February 29, 2008

Assels
Cash
Due from other governmental units

Total Assets

Liabilities
Salaries and payroll taxes payable
Due to other governmental units
Advance from General Fund

Total Liabilities

Agency Tax

Payroli Collection Totals
$24,641 $861 $25,502
2,054 9 2,054
$26,695 3861 327,556
$6,142 80 $6,142
2,053 8061 2,914
18,500 ( 18,500
$26,695 5861 $27,550

See accompanying notes o the basic financ:al statements,
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VILLAGE OF CARLETON

Notes (o Finuncial Statements
Year Ended February 29, 2008

Note |

Description of the Village and Reporting Entity

Note 2

The Village operates under a locally elected six member Board form of govermment. The Village provides
the following services: public safety (police), highways and streets, sanitation, recreation and cullural,
public improvements, planning and zoning, general administrative services, and sewage disposal services,

Reporting Entity

A reporting entity is comprised of the primary government, component units, and other organizations that
are included to insure that the financial statements are not misleading. The primary government of the
Village consists of all funds, departments, boards, and agencies that are not legally separate from the

Village.

Component units are legally separate organizations for which the Village is financially accountable,
Component units may also include organizations that are fiscally dependent on the Village in that the
Village approves their budget, the issuance of their debt, or the levying of taxes. The Village has no
component units.

Summary of Significant Accounting Policies

The financial statements of the Village of Carleton have been prepared in conformity with generally
accepied accounting principles (GAAP) as applied to governmental units. The Governmental Accounting
Standards Board (GASB) is the accepted standard-setting body for establishing governmental accounting
and financial reporting principles. The Village also applies Financial Accounting Standards Board
(FASB) statements and interpretations issued on or before November 30, 1989, to its governmental
activities provided they do not conflict with or contradict GASB pronouncements. Following are the
more significant of the Village’s accounting policies.

Basis of Presentation

A. Government-Wide and Fund Financiazl Statemenis

The government-wide financial statements (i.e., the statement of net assets and the statement of
activities) report information on all of the nonfiduciary activities of the primary goveinment. As 3
general rule, the effect of interfund activity has been climinaled from the government-wide
statements. The Village's government-wide activities, which normally arc supported by taxes and
infergovernmental revenues are reported separately from business-type activities which rely, to a
significant extent on fees and charges for support. The statement of activities demonstrates the
degree to which the direct expenses of a given [unction or segment are offset by program revenues.
Drirect expenses are those that are clearly identifiable with a specific function. Amounts reported as
program revenue include (1) charges to customers or applicants who purchase, use, or dircctly benefit
front goods, services, or privileges provided; (2) operating grants and contributions; and (3) capital
grants and contributions. General revenuc includes taxes, intergovernmental payments, and other
items not properly included among program revenues.

Sepurate financial statements are provided for governmental funds, the proprietary fund, and agency
funds, even though the latter are excluded from the government-wide financial statements. Major
governmental funds and the individual enterprise funds are reported as separate columns in the fund
financial statements.
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VILLAGE OF CARLETON

Notes to Financial Statements
Year Ended February 29, 2008

Note 2

summary of Significant Accounting Policies (Continucd)

Basis of Presentation {Continued)

B. Measurement Focus, Basis of Accountin

. and Financial Statement Presentation

Government-Wide Statements - The government-wide financial statements arc reported using the

economic resources measurement focus and the accrual basis of accounting, as are the proprietary
fund statements. Revenue is recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Property taxes are recognized as revenue in
the year for which they are levied. Grants and sunilar items arc recognized as revenuc as soon as all
eligibility requirements imposed by the provider have been met.

Fund Financial Statements - Governmental {und financial statements are reported using the curreat
finaneial resources measurement focus and the modified accrual basis of accounting, Revenuc is
recognized as soon as it is both measurable and available. Revenue is considered to be available if it
is collected within the current period or soon enough thereafter to pay liabilities of the current perlod.
For this purpose, the government considers revenues to be available if they are collected within 60
days of the end of the current {iscal period. Governmental fund expenditures genevally are recorded
when a liability is incurred, as under accrnal accounting, However, expenditures rclated (o
compensated absences and claims and judgiments, are recorded only when payment is due.

On the governmental funds statements, property taxes, intergovernmental grants, and interest
associated with the current fiscal period are all considered to be suscepiible {o accrual and so have
been recognized as revenue of the current fiscal period. All other revenue items are considered to be
available only when cash is received by the Village,

Ageney fund statemenis also are reported using the cconomic resources measurement focus and cash
hasis of accounting.

The Village reports the following major governmental funds:

The General Fund is the Village’s primary operating fund. The General Fund accounts for all
financial resources of the Village, except those required to be accounted for in another fund,

The Major Streel Fund accounts for gas and weight tax monies from the State of Michigan and
expenditures for construction and maintenance of afl major streets.

The Local Street Fund accounts for gas and weight tax montes from the State of Michigan and
expenditures for construction and maintenance of all local streets,

The Municipal Street Fund accounts for interest earned on the money remaining in this fund.
The Park Fund is a special revenue fund that accounts for revenue from contributions and grant

vevenue from the State of Michigan. This fund accounts for the regular maintenrance of the park and
the recreational programs.



VILLAGE OF CARLETON

Notes to Financial Staiemenis
Year Ended February 29, 2008

Note 2

Basis of Pregentation {Continued)

B. Measurement Focus, Basis of Accounting, and Financial Statermnent Presentation (Concluded)

Fund Financial Statements (Concluded)

The Village reports the following major proprictary fund:

The Sewage Dispasal Fund accounts for the operation and maintenance of the sewage disposal
systein, capital additions, and retirement of debt. Financing is provided by user charges.

Additionally, the Village reporis the following Internal Service Fund type:

The Equipment Fund accounts for the financing and mainterance of machinery and equipment used
by other Village departments. Such costs are billed to the other departments at rates cstablished by
the State of Michigan.

In accordance with GASB Statement 20 the Village has elected not to apply the FASB statements and
interpretations issued after November 30, 1989, {o its financial statements.

Proprietary funds distinguish operating revenues and expenses from nonoperating items, Operaling
revenues and expenses generally resull from providing services and producing and delivering goods
in connection with a proprietary fund’s principal ongoing operations. The principal operating
revenues of the sewer fund are charges to customers for sales and services. Operating expenses for
enterprise funds include the cost of sales and services, adminisirative expenses, and depreciation on
capital assets. All revenues and expenses not meeling this definition are reported as nonoperating
revenues and expenscs.

When both restricted and vorestricted resources are available for use, it is the government’s policy to
use restricted resources first, then unrestricted resources as they are needed.

Assets, Liahilities, and Net Assets or Equity

Depositg and Investments - Cash and cash equivalents include cash on hand, demand deposits, and
short-term investments with a maturity of three months or less when acquired. Investments are stated
at fair value.

Property Tax Receivable - Property taxes are assessed as of December 31 and the relaled property
taxes become a lien on July 1 of the following ycar. Taxes are considered delinguent August 31 of
the following year.

Prepaid Assets - Payments made to vendors for services that will benefit periods beyond February 29,
2008, are recorded as prepaid items using the consumption method. A current assct for the prepaid
amount is recorded at the time of the purchase and an expenditure/expense is reported in the year in
which services are consumed.



YILLAGE OF CARLETON

Nofes to Financial Statements
Year Ended February 29, 2008

Noie 2

Summary of Significant Accounting Policies (Continued)

Basis of Presentation {Continucd)

C. Assets, Liabilities, and Net Assets or Equity (Continued)

Capital Assets - Capital assets, which include property, plant, equipment, and infrastructure assets
(e.g. roads, water or sewer lines) are reported in the appreciable governmental or business-type
activities colurnns of the government-wide {inancial stalements, Capital assets are defined by the
Village as assets with an individual cost of more than $1,000 and cstimated vselul life in excess of
oie year. Such assets are recorded at historical cost or estimated historical cost when actual cost
information is not available. Donated capital assets are recorded at estimated fair market value at the
date of donation. The cosis of normal maintenance and repairs that do not add to the value of the asset
or materially extend an asset’s life are not capitalized.

All reported capital assets, other than fand, are depreciated. Depreciation is computed using the
straight-line method over the following useful lives:

Description Estimated Lives
Buildings and buildings improvements 2(-50 years
Machmery and equipment 5-10 years
Yehicles 5-8 years
Sewer lines 50-99 years

Interfund Balances - On fund financial statemients, receivables and payables resulting from short-term
interfund loans are classified as “due to/from other funds.” These amounts are climinated in the
govermmental activilics column of the statement of net assets,  Any residual balances outstanding
between the governmental activities and the business-type activities are reparted in the government-
wide financial statements as “internal balances.”

Accrued Liabilities and Long-Term Oblizations - In the government-wide financial statements and
proprictary fund financial statements, long-term debl, nofes and other obligations are seported as
Habilitics in the applicable governmental activitics, business-type activities, or proprietary fund type
staterments of net assets.

In general, payables and acerued liabilities that once incurred, are paid in a imely manner and in full
from current financial resources, are reported as obligations of the funds. However, claims and
judgments, that will be paid from governmential funds are reported as a liability in the fund financial
statements only to the extent that they are due for payment during the current year. Payments of long-
term loans that are paid from governmental funds, are recognized as an expendilure on the
sovernmental fund financial statements when due,

capital assets, net of related debt consists of capital assets, net of accumulated depreciation, reduced
by the outstanding balances of any borrowings used for the acquisition, construction, or improvement
of those asscts. Net assels are reported as resiricted when there are limitations imposed on their use
either through enabling legislation or through external restrictions imposed by creditors, grantors or
taws, or regulations of other govermnents.
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VILLAGE OF CARLETON

Notes to Financial Stafements
Year Ended February 29, 2008

Note 2 Summary of Significant Accounting Policies (Continued)
Basis of Pregentation (Continued)

C. Assels, Liabilities, and Net Assets or Equity (Concluded)
Interfund Transactions - Exchange transactions between funds are reported as revenues in the seller
funds and as expenditures in the purchaser funds. Flows of cash or goods from one fund to another
without a requirement for repayment are reported as interfund transfers.  Interfund transfors are
reported as other financing sources/uses in governmental funds, Repayments from funds responsible
for particular expenditures to the funds that inigially paid for them arc nol presented on the financial
statements,

Fund Balance Reserves and Designations - In the fund financial statements, governmental funds
report reservations of fund balance for amounts that are not available for appropriation or are legally
restricted by outside parties for use for a specific purpose. Designations of fund balance represent
lentative management plans that are subject {0 change.

Compensated Absences - Village employees are granted vacation and sick leave, The vacation and
sick leave is acerued in the government-wide financial statements. In the fund financial statements,

these amounts are reported when paid.

D. Estimates - The preparation of financial statements in conformity with generally accepted accounting

principles requires management to make cstimales and assumptions that affect the amounts reported
on the financial statements and accompanying notes. Actual results may differ from those estimates.

E. Extragrdinary and Special ltems - Extraordinary ilems are transactions or evenis that are both unusual
in nature and infrequent in oceurrence. Special items are transaclions or cvents that are within the
control of the Village and that are either unusual in nature or infrequent in occurrence. Neither type
of transaction oceurred during the fiscal year.

F. DBudgetary Policies - The budgetary process is presciibed by provisions of the State of Michigan
Budget Act and entails the preparation of budgetary documents within an established timetable. The
General Fund and all Special Revenue Funds are legally required to be budgeted and appropriated.
The legal fevel of budgetary contrel has been established by the Village Council at the function level.
Any budgetary modifications may only be made by resolution of the Village Council.
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VILLAGE OF CARLETON

Notes to Financial Statemenis
Year Ended February 29, 2008

Note 2

Sumumary of Significant Accounting Policies (Concluded)

Note &

Basis of Presentation (Concluded)

F. DBudgetary Policies (Concluded)
The Village follows these procedures in establishing the budgets for the individual funds as refiected
in the financial statements.

1. Prior to February 29, the fiscal officer submits to the Viilage Council a proposed operating budpet
for the fiscal year commencing on March 1,

2. A public hearing is conducted during February to obtain taxpayer comuments.
3. Prior to February 29, the budget is legally enacted through passage of a resolution.

4. During the year the budget is monitored, and amendments fo the budget deemed necessary are
approved by the Village Council.

5. Budgets are adopted on basis consistent with accounting principles generally accepted in the
United States of America.

6. Lapsing of Appropriations - At the close of cach year all unspent appropriations revert 1o the
respective funds from which they were appropriated and become subject to future appropriations.

Stewardship, Accountability and Compliange
The Village shall not incur expenditures in excess of the amount appropriated.  Armual budgets are

adopted on a basis that is consistent with generally accepted accounting principles and State Law for the
General and Special Revenue Funds.

In the required supplemental information, the Village's actual expenditures and budgeied expenditures for
the budgetary funds have been shown on a functional basis, which is the adopted legal level of control.

Deposits

Statutes authorize the Village to invest in obligations of the U.S. Treasury, agencies and instrumentalities;
commetcial paper within the three highest rate classifications by at least two rating services; bankers'
acceptances of U.S, banks, U.S. or agency repurchase agreements; savings sccounts and certificates of
deposit with banks and savings and loan associations, ot credit unions which are insured with the
applicable federal agency. Public funds of the Village may not be deposited in financial institutions
localed in states other than Michigan,

28



VILLAGE OF CARLETON

Notes o Financial Staiements
Year Ended February 29, 2004

Note 4

Deposits (Concluded)

Public Act 367 of 1982 (known as the Surplus Funds Investment Pool Act) enables municipalities to
invest surplus operating funds in investment pools managed by qualified financial institutions. At
February 29, 2008, the Village had invested in such a fund with a local bank. The Village is able to
retrieve these funds without restriction and, accordingly, this amount is considered to be available cash,
The local bank invests these funds in a variety of instruments including bonds and dircet obligations of
the United States, certificates of deposii, commercial paper rated within the three highest classifications
by not less than two standard rating services, United States government or federal agency obligation
repurchasc agreements and bankers acceptances of the United States banks.

The Village believes that, due to the dollar amounts of cash deposits and the Timits of FDIC insurance,
and since State of Michigan legislation does not require that all deposits be collateralized, it is impractical
to insure all bank deposits. As a result, the Village evaluates each financial institution with which it
deposits Village [unds and assesses the level of risk at each institution; only those institutions with an
acceptable estimated risk level arc used as depositories.

The Board has adopted an investment policy authorizing certain types of investments and authorized two
depositories: Monroe Bank and Trust and LaSalle Bank.

Interest rate risk. The Village’s investment policy does not limit investment matrities as a means of
managing its exposurc to fair value losses arising from increasing interest rates.

Credit risk. The Village will minimize credit risk, which is the risk of loss due to the failure of the
security issuer or backer, by limiting investments fo the types of securities listed in the Village's
investment policy,

Concentration of credit risk. The Village does not place any limits on the amount the Village may deposit
o1 invest in any one issuer,

Custodial credit visk. Custodial credit risk for deposits is the risk that in the event of a bank failure, the
Village's deposits may not be returned or the Village will not be able to recover the collateral securities in
the possession of an outside pamrty. The Village has $2,748,926 invested in certificates of deposit,
checking accounts, and mouey markets. The Village’s deposits arc insured by the FDIC in the amount of
$200,000, with uninsured deposits of $2,548,926. The Village’s deposits arc at institutions with an
established record of fiscal health and service. The Village Board approves and designates a list of
authorized depository nstitutions. The Village's investment policy does nol address deposit risk.

Foreign currency risk. The Village is not authorized Lo tnvest im investments which have this type of risk.



VILLAGE OF CARLETON

Notes o Financial Statenenis
Year Ended February 29, 2008

Note 5 Interfund Receivables and Pavabics
Balances at February 29, 2008 were:

Interfund
Receervables
General Fund:
Major Street Fund
Local Strect Fund 3 842
Sewer Fund 2,992
Eguipment Fund
Major Street Fund:
General Fund 12
Local Street Fund 252
Equipment Fund
Local Street Fund:
General Fund
Major Street Fund
Lquipment Fund
Sewer Fund:
General Fund
Equipment Fund
Equipment Fund:
General Fund 66,606
Major Street Fund 4,126
Local Street Fund 1,969
Sewer Fund 1463
Totals $78,262
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VILLAGE OF CARLETON

Notes v Financial Statements
Year Ended February 29, 2008

Note 6 Capital Assets

A summary of changes in capital assets follows:

Governmental Activities

Assets not being depreciated:
Land

Capital assets being depreciated:
Building and building improvements
Police vehicles
Police equipment
Oftice equipment
DPW equipment
Playground equipinent
Equipment Fund

Tolal capital assets

Less accumulated depreciation for:
Building and building improvements
Police vehicles
Police cquipment
Office equipment
DI'W equipment

Playground eguipment
Equipment Fund

Total accumulated depreciation

Net capital asscts

Business Activities

Assets not being depreciated:
Land

Capital assets being depreciated:
Sewer mains
Service connections
Oxidation ponds and equipment
Wastewater treatment

Total capital assets

Less accumulated depreciation for:
Scwer mains
Service connections
Oxidation ponds and equipment
Wastewater machinery and
equipment

Total accumulated depreciation

Net capital assets

Balance Balance
March 1, 2007  Additions  Deletions  February 29, 2008
$83.002 50 S0 $83,002
110,501 13,695 0 124,196
41,146 23,027 0 64,773
31,610 G 0 31,610
9,737 2,373 0 12,110
60,582 0 21,000 39,582
86,023 5,995 Q 92,018
242 581 0 1] 242,581
605,182 435,691 21,000 689,872
(33,43R) (3,023 0 (36,463)
(20,715%) (7,358) g (28,073)
(14,478) (4,008) 0 (18,436)
{8,240} (794} 0 {9,034)
(60,582) 0 (21,000 (39,582)
(1,075) (4.801) 0 (5.876)
(208,627) (21,725 0 (230,352)
(347,155) (41,711)  {21,000) (367,860)
$318,027 53,979 $0 $322.006
$112.003 50 30 $112,003
810,214 0 0 810,214
73,006 0 0 73,0006
1,284,210 0 0 1,284,210
8,513,375 0 8,513,375
10,762,80% g 10,792,808
(220,959)  {12,614) 0 (233.573)
(45,599) (1,460) 0 (47,059)
(656,607) 0 0 (656,607)
(1,195,983  {171,238) 0 (},367,221)
(2,119,148) (185,312 0 {2,304,460)
38,673,660 ($185,312) $0 $8,488,348
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VILLAGE OF CARLETON

Notes to Financial Statements
Year Ended February 29, 2008

Note 6 Capita] Assets (Concluded}
Depreciation expense was charged to governmental functions as folfows:

General government $ 1,489
Public safety 13,591
Recreation and cuhural 4.906
Total governmental activities $19,986
Note 7 Interfund Transfers

Interfund wansfers for the year ended February 29, 2008, consisicd of the following:

Transfer Out
General
Fund
Transfer In
Special Revenue Funds:
Major Street Fund £ 5,000
Local Strect Fund 5,000
Ash-Carleton Park Fund 15,000
$25,000

The transfers to the Major Street Fund and Local Street Fund were for road expenditurcs.
The transfer from (he General Fund to the Ash-Carleton Fark Fund was to assist in the payment of park

expenditures,

Note 8 Long-Term Debt
The following is a summary of long-term debt outstanding as of February 29, 2008:

Raiance Batance Amount Due
30107 Additions  Reductions 32/29/08 In One Year

Conlract Lisbility for Sewage
Disposal System Bonds (Village
of Carlelon System No. 3)
Secrics 2000 $5,330,000  issuc
dated  September 28, 200]
maturing  serially  f annual
amounts  from  $H1O,000 to
8346,000 and hearing interest

at & rate of 2.500%. 84,315,000 § - $240.000 84,073,000  $245,000
Compensated asbsenees payable 39,483 - 2,699 36,784 -
$4.254,488 3 z $242,699 $4.100.784 3243000

Compensated absences payable represents benefits for vacation and sick leave as of year end,
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VILLAGE OF CARLETON

Notes to Financial Statements
Year Ended Februagry 29, 2008

Note 8 Long-Term Debt (Continued)
The following arc schedules of remaining principal and interest requirements for these bonds as of

February 29, 2008:

Contract Liability for Sewage Disposal System Bonds (Village of Carleton System No. 3} Series 2001:

Due Date Bond Principal _Interest Tolaly
4/1/08 $245.000 550,038 $295 938
10/1/708 47,875 47 875
4/1/09 255,000 47,875 302,875
10/1/09 44,687 44,687
4/1/10 260,000 44,687 304,687
10/1/10 41,438 41,438
4111 265,000 41,438 306,438
10/1/11 38,125 38,125
4/1/12 270,000 38,125 308,125
1041712 34,750 34,750
4/1/13 280,000 34,750 314,750
[0/1/13 31,250 31,250
4/1/14 285,000 31,250 316,250
10/1/14 27,687 27,687
4/1/15 295,000 27,687 322,687
10/1/15 24,000 24,000
4/1/16 300,000 24,000 324,000
10/1/16 20,230 20,250
4711717 316,000 20,250 330,250
16/1/17 16,375 16,375
4/1/18 315,000 16,375 331,375
10/1/18 12,437 12,437
4/1/19 325,000 12,437 337437
10/1/19 8,375 8,375
4/1/20 333,000 8,375 338,373
16/1/20 4,250 4,250
4/1121 340,000 4,250 344,250
$4,075.600 $753,936 $4,828 936
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VILLAGE OF CARLETON

Notes to Financial Statements
Year Ended Felruary 29, 2008

Note & Long-Term Tebt (Concluded)
The annual requiremenis to pay principal and interest on the long-term debt outstanding at February 29,
2008, excluding compensated absences, are as follows:
Business-type Aclivilics
Fiscal Years Principal interest __Total
2008 - 2009 $ 245,000 $ 98,813 § 343,813
2009 - 2010 255,000 92,562 347,562
2010 - 2011 260,000 86,125 346,125
2001 -2012 265,000 79,563 344,563
2012 -2013 270,000 72,875 342,875
2013 -2018 1,470,000 257,499 1,727,499
2018 - 2021 1,310,000 66499 1.376.499
$4.075.000 $753,936 $4,328,936
Note § Michigan Unemployment
On May 16, 1974, Governor Milliken signed into law cnrolled Senate Bill 741, which is known as Act
No. 104 of the Public Acts of 1974, The provisions of this Act saubject political subdivisions to the
Michigan Employment Sceurily Act effective Januvary 1, 1975,
Effective January 1, 1983 the Village of Carleton established a group account with the Michigan
Municipal League Unemployment Compensation Group Account. The league is funded by members
contributions and represents its membership before the M.E.S.C. Fstablishment of the group account
does not relicve the Village from liability for charges attributable to service in its ecmploy which exceed
contributions to the league. As of February 28, 1994, a $2,000 reserve has been established in the
General Fund for any contingent lability. There was no expense for the period for Unemployment
Insurance.
Note 10 Billing and Collection - Sewerage Accgunts
Billing and collection of sewerage scrvice, and the posiing of customer accounts, are performed by Ash
Township on a contractual basis. The Towunship charges 3% of the total collections as a fee for this
service, in addition to retaining penalties collected on delinquent accounts. The fee for 2007-2008
amounted to $20,008.
Note 11 Property Taxes

The Village bills and collects its own property taxes. For 2007, the Village tax levy was spread as
follows:

Mills Levied Taxes Levied
General Fund 8.5400 $435.010

The Village’s 2007 property taxes, levied on July 1, 2006 on assessed valuation as of December 3 [, 2006,
were due and payable by August 31, 2007. Taxable values, which amounted to $50,938,528
represent a percentage of the fair market valuc of the assessed property,

As of February 29, 2008, delinquent taxes of §70,021 are reflected as a receivable in the General Fund.
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VILLAGE OF CARLETON

Notes to Financiaf Stetements
Year Ended February 29, 2008

Note 12

Employee's Pension Plan

Plan Description
The Village of Carleton 1s in an agent multiple-emiployer defined benefit pension plan with the Municipal
Employees Retirement System of Michigan (MERS), adniinistered by the State of Michigan,

Benefit provisions and all other requirements are established by state statute and Village council
resolution.  All full time Village empioyees are eligible to participate in MERS. Benefits vest after 10
years of service. ViHage employees who retire at or after age 60 with 10 years, age 55 with 15 years, and
age 50 with 25 years of credited service are eatitled 10 an annual retirement bencfit, payable monthly for
life, in an amount equal to 1.3% of a members 5 - year final average compensation. The system also
provides disability retirement allowance, non duty death allowance, duty connected death and post
retirernent adjustments,

The Municipal Employees Retirement System of Michigan issues a publically avatlable financial repoit
which may be obtained by writing to MERS, 1134 Municipal Way, Lansing, Michigan 48917,

Funding Policy
General and police employees contribute 4.0% of their wages to the plan which amounted to $10,360

for the fiscal year ending February 29, 2008. The Village is tequired to contribule the remaining amounts
necessary to fund the system, vsing the actuarial basis specified by State statute, The Village’s annual
required contribution was $9,620 for the fiscal year ending February 29, 2008 (3.65% of ¢covered payroll
of §262,995). The contribulion reguircments of plan members and the Village are esiablished by the
Vitiage and by the MERS Board of Trustees.

Annual Pension Cost

For the fiscal year ending February 29, 2008, the Village’s annual pension cost of $9,620 for the plan was
equal to the Village’s requived and actual contributions. The required contribution was determined as part
of the December 31, 2003 actuarial valnation using the entry age normal cost method. Significant
actuarial assumptions include a} 8.0% investment rate of return, b) projecied salary increase of 4.5% per
year compounded annually, attributable to inflation, c) additional projected salary increases of 0.0% to
4.5% plus a percentage, depending on age, attribuiable to merlt, longevity and promotional and, d)
assumptions that benefits will increase atter retirement.

The actuarial value of assets was determined using techniques that smooth the effects of short-term
volatility in the market value of mvestments over a five year peried. The Village's unfunded actuarial
accrued liability 1s betng amortized as a level pereentage of projected payroll over 30 years.

Three-vear Trend Information

Percentage of

Fiscal Year Annual Annoal Pension Met Pension

Ending Pension Cost Cost Contributed Obligation
2128406 $7,867 100% 3 -
2028107 8,738 100% -
2/28/08 0,620 1{H)% -
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VILLAGE OF CARLETON

Nates to Financial Statements
Year Ended February 29, 2008

Note 12 Einployee's Pension Plan (Concluded)
Annual Pension Cost (Concluded)
Valuation Ended December 31,
2004 2003 2006
Actuarial value of assets $453,354 $483,063 §525,013
Actuarial accrued Hability
(entry age) 521,019 552,469 605,279
Unfunded AAL 67,665 69,406 80,266
Funded ratio 87% 87.4% 86.7%
Annual payroll 205,731 243,067 259.025
UUAAL as a percentage of annual
covered payroll 33% 29% 31%
Additional Pension Benefits
Effective March 1, 2006, the Village began contributing seventy-five cents per employee per hour worked
and/or paid with a maximum ol forty hours per week for additional pension benefits. All full-time
Village employees that are members of the International Union of Operating Engineers Local 3547 are
eligible to participate in a defined contribution pension plan with the Central Pension Fund. Full vesting
occurs immediately; benefit provisions and all other requirements are established by the union. The
Village contributed $10,114 for these additional pension benefits.
Non-union employees are not eligible to participate in the Central Pension Fund. In lieu of the Central
Pension Fund benefits, the full-time non-union employces will reccive seventy-five cents per employee
per hour worked and/or paid with a maximum of forty hours per week.
Note 13 Building Department
The Village tracks building permit fees and their related costs in the General Fund. Fees for the fiscal
year ending Fehruary 29, 2008, of $44,392 did not exceed the related costs and administrative overhead.
Note 14  Risk Management

The Village is exposed to various risks of loss related to property loss, torts, errors, omissions and
employee injuries (workman’s compensation). The Village has purchased commercial msurance for
property loss, torls, errors, omissions and employee injuries.
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VILLAGE OF CARLETON

General Fund
Statement of Revenues, Expenditures, and Changes in Fund Ralances
Budget and Actual
Year Ended February 29, 2008

Variance with

Final Budget
Budgeted Amounts Actual Amounts Pasitive
Original Final Budgetary Basis (Negative)
Revenunes
Taxes:
Property taxes £393,000 $435,015 $435,010 ($5)
Trailer park taxes 2,600 12,800 2,555 (10,245)
395,600 447815 437,565 (10,250}
iicenses and permits 60,000 60,000 53,605 (6,393)
State grants:
State shared revenue 245,000 245,000 235,756 (9,244)
Liquor license fees 2,000 2,000 1,988 (1
247,000 247,000 237,744 {9,256)
Charges for services 600 600 2,364 1,764
Iines and forfeits 7.500 7,500 10,900 3,400
Interest income 13,000 28,000 29,124 1,128
Other revenue:
Other revenuc 2,000 2,000 32,825 30,825
Sale of capital asset 0 0 1,002 1,002
Administrative rents 6,600 6,600 6,600 )
8,600 8,600 40,427 31,827
Total Revenues 732,300 759,515 811,733 12,218
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VILLAGE OF CARLETON

General Fund
Statement of Revenues, Expenditures, and Changes in Fund Balunces
Budget and Actual
Year Ended February 29, 2008

Vanance with
Final Budget

Budgeted Amounts Actual Amounts Positive
Qriginal Final Rudgelary Basis {Negative)
Expenditures
Legisiative:
Couneil $6,000 $6.,000 $6,594 {$594)
General government:
President 5,600 5,000 4,800 200
Election 2,160 2,100 1,256 850
Audit 8.600 8,600 7,500 1,100
Finance officer 200 260 0 200
Assessor 100 100 0 100
Atltorney 12,100 17,100 16,458 642
Clerk 00,365 60,365 59.545 820
Treasurer 8,150 8,150 7.986 164
Village hall and grounds 24,650 40,250 37.617 2,633
Engineering 5,000 5,000 Q 5,000
126,265 146,865 135,156 11,709
Public safety:
Police department 247,465 247,465 242,549 4916
Fire department 160 160 0 100
Blight enforcement 2,300 2,300 2,023 277
Building inspector 15,450 19,950 20,414 {464)
Electrical inspector 3,150 3,150 2,480 070
Plumbing inspector 3,600 3,600 1.991 1,609
Mechanical inspector 3,100 3,100 1,654 1,446
Planning commission 300 300 0 300
Zoning hoard 100 100 0 100
275,565 280,065 271,11 8,954
Public works:
Department of public works 685,700 68,700 67,222 1,478
Streetlights 22,000 22,000 21,408 592
Santtation 42,200 46,300 46,206 &4
132,990 137,000 134,836 2,164
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YILLAGE OF CARLETON

General Fund
Statement of Revenues, Expenditures, end Changes in Fund Balances
Budget and Actual
Year Ended February 29, 2008

Variance with
Final Budget

Budgeted Amoun(s Actual Amounts Paositive
Qriginal Final Budgetary Basis (Negative)
Expenditures (Concluded)

Recreation and cullural:

Administration $700 $700 $576 $124

Other;

Hospitalization imsurance 90,000 108,000 107,897 103
Life insurance 5,000 6,000 5,964 36
Social security 28,000 28,000 26,422 1,578
Insurance 53,000 33,000 55,429 (2,429)
Unemployment insurance 1oc 3,500 3,359 141
Worker's compensation insurance 10,500 15,500 17,549 (2,049)
Retirement 16,000 16,000 19,733 (3,733)
Other 0 10,200 0 10,200
Contingencies 200 615 0 613
202,800 240,815 236,353 4,462
Total Expenditures 744230 811,445 784,626 26,819
Excess (Deficiency) of
Revenues Over Expenditures (11,930) (11,930) 27,107 39,0637
Otlier Financing Sources (Uses)

Operating transfer out (35,000) (35,000} (25,000) 10,000
Net Change in Fund Balances (46,930) (46,930) 2,107 49,037
Fund Balances - Beginning of vear 603,238 603,238 722,154 118,914
Fund Balances - End of year $556,308 $556,308 $724.261 $167,953
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Major Street Fund

VILLAGE OF CARLETON

Statement of Revenues, Expenditures, and Changes in Fund Bulunces

Budget and Actual
Year Ended February 29, 2008

Revenues
State grants
Interest income

Total Revenues

Expenditures

Public works:

Construction
Routine mamtenance/preservation
Traffic services
Winter maintenance
Administrative

Total Expendilures

Excess (Deficiency) of
Revenues over Expenditures

Other Financing Seurces (Uses)
Operating transfer in

Net Change in Fund Balances
Fund Balances - Beginning of vear

Fund Balances - End of year

Variance with

Final Budgei
Budgeted Amounts Aciual Amounts Positive
Origrinal Final Budgetary Basis {Negative)

$83,000 $23,000 $84,710 81,710
12,000 30,000 32,650 2,650
95,000 113,000 117,360 4,360
35,500 1,500 0 1,500
15,200 70,500 72,621 (2,121)
1,800 1,800 212 1,588
14,000 10,700 7,647 3,053
2,500 2,500 2,260 240
$6,000 87,000 82,740 4,260
26,000 26,000 34,620 8,620
10,000 10,000 5,000 (5,000}
36,000 36,000 39,620 3,620
640,653 640,653 665,542 24 889
$676,653 $676,653 $705,162 $28,509
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VILLAGE OF CARLETON

Local Street Fund

Statement of Revenues, Expenditures, and Changes in Fund Balances

Budget and Actual

Yeur Ended February 29, 2008

Revennes
State granis

Interest income

Total Revenues
Expenditores

Public works:
Construction
Routine maintenance/preservation
Traffic services
Winter mainfenance
Administrative
Total Expenditures

Excess (Deficiency) of
Revenues over Expenditures

Other Financing Sourccs (Uses)
Operating transfer in

Net Change in Fund Balances
IF'und Balances - Beginning of year

Fund Balances - End of year

Budgeted Amounts

Actual Amounts

Variance with
Final Budget
Positive

Orniginal Final Budgetary Basis {Negative)
£40,000 $40,000 $42,997 52,997
4,000 4,600 7,743 3,143
44,000 44,600 50,740 0,140
2,800 2,800 0 2,800
24,700 25,300 24,767 533
2,500 2,500 130 2,370
14,000 14,000 8,498 5,502
2,500 2,500 2,260 240
46,500 47,100 35,655 11,445
(2,500% (2,500) 15,085 17,585
10,000 10,000 5,000 {5,000)
7,500 7,500 20,085 12,585
190,794 196,794 199,725 2,931
$204,294 $204,294 $219.810 $15516
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VILLAGE OF CARLETON

Municipal Street Fund

Statement of Revenues, Expenditures, and Changes in Fund Balances

Budget and Actual

Year Ended Febryary 29, 2008

Revenues
Interest income

Total Revenues
Expenditures
Net Change in Fund Balances
Fund Balances - Beginning of year

Fund Balances - End of year

Variance with

Final Budget
Budgeted Amounts Actual Amounts Positive
Original Final Budgetary Basis {(Negative)

$300 $300 $1,293 5993
300 300 1,293 993
0 0 0 0
300 200 1,293 993
27,825 27,829 28,802 973
$28,129 $28,129 $30,095 $1,966
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VILLAGE QF CARLETON

Ash-Carleton Park Fund
Statement of Revenues, Fxpenditures, and Changes in Fund Balances
Budget and Actual
Year Ended Februgry 29, 2008

Variance with

Final Rudget
Budgeted Amounts Actual Amounts Positive
Original Final Budgetary Basis (Negative)
Revenues

Local unit contribution 515,000 515,000 $15,600 $0

Grant revenue 0 37,500 6,761 (30,739)

Interest income 0 0 184 184

Other revenue 25,000 30,000 30,417 417

Total Revenues 40,060 82,500 52,362 (30,138}
Expenditures

Recreation and cultural:

Administration 2,000 10,600 10,416 184
Recreational and programs 25,600 25,000 24,023 977
Park mainicnance 13,600 12,0060 15,966 (3,966)
Park equipment 8,000 6,000 5,995 5
Park facilities 0 41,700 0 41,700
Total Expenditures 55,000 95,300 56,400 33,900
Excess (Deficiency) of

Revenues over Expenditures {15,000} {12,800} (4,038) 8,762

Other Financing Sources (Uses)

Operating transfers in 15,000 15,000 15,000 0
Met Change in Fuad Balanees 0 2,200 10,062 8,762
Fund Balances - Beginning of vear 3,101 3,101 3,101 b
Fund Balances - End of year 33,101 85,301 $14,063 $8,762
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VILLAGE OF CARLETON

Agency Funds
Statement of Changes in Assets and Liabilities
Fehruary 29, 2008

Agency - "ayroll

Balance Balance
March 1, 2007 Additions Deductions February 29, 2008
Assets
Cash $24.012 $407.451 $406,522 §24.641
Due from other governmental units 1,547 507 0 2,054
$25,559 $407.958 $4006,822 £26,695
Liabilities
Salaries and payroll taxes payable $3,561 $272,510 $269,929 $6,142
3uc to other governmental units 3,498 135,448 136,893 2,053
Advance from General Fund 18,300 0 0 18,500
Total Liabilities 525,559 $407,958 $406,822 526,695
Ageney - Tax Collection Fund
Assets
Cash $1.762 $364,880 $365,781 $861
Liabilities
Due to other govermmental units $1.762 $304,880 $365,781 $861
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VILLAGE OF CARLETON

Sewgge Disposal Fund

Comparaiive Statement of Revenues, Expenses, and Changes in Fund Net Assets
Years Ended February 29, 2008 and February 28, 2007

Operating Revenues
Charges for services:
Sewer service
Sewer processing charge - Ash Township

Total Operating Revenues

Operating Expenses
Maintenance of mains:
Depreciatian

Sewer processing and maintenance:
Wages - emplovees
Operating supplies
Contractual
Engineering
Utilities
Repairs and maintenance
Lguipment rentals
Depreciation

General office and administrative:
Audit fees
Contraciual
Administrative rent charge
Miscelianeous

Total Operating Cxpenses
Nei Operating Income (Loss}

Non-Operating Revenues (Expenses)
Sewer tap fees - construction
Sewer tap fees - debt
Special assessments
Interest income
Interest expense
Paying agent fees

Total Non-Operating Revenues (Expenses)
Change in Net Assets
Net Assets - Beginning of year

Net Assets - End of year

2008 2007

$363,021 $364,446
95,660 103,824
458 681 468,270
12,614 12,615
10,800 11,525
982 107
251,856 253,089
0 3,565

372 352

0 250

3,739 3,267
172,698 172,699
440,447 444,354
5,700 5,500
20,008 18,016
3,000 3,000

0 5,900

28,798 32,416
481,859 489,885
(23,178) (21,615)
50,250 90,055
110,534 115,684
0 28,936

53,832 50,206
(102,375} (108,365)
(402) (379)
111,839 176,137
88,661 154,522
5,764,894 5,610,372
$5,833,555 $5,764,894
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President and Village Council
Village of Carleton

1230 Monroe Street
Carleton, Michipan 48117

In planning and performing our audit of the financial statements of the Village of Carleton as of and for the year cuded
February 29, 2008, in accordance with auditing standards generally accepted in the United States of America, we
considered the Village’s internal control over financial reporting {intemal control) as a basis for designing our auditing
procedures for the purpose of expressing our epinion on the financial statements, but not for the purpose of cxpressing
an opinion on the effectiveness of the Village’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Village’s internal control.

QOur consideration of internal control was for the limited purposc desceribed in the preceding paragraph and would not
necessarily identify all deficiencies in internal control that might be significant deficiencies or material weaknesses.
ITowever, as discussed below, we identified certain deficiencies in internal control that we consider o be significant
deficiencies and other deficiencies that we consider to be material weaknesses.

A control deficiency exists when the design or operation of a controt does not allow management or cinployees, in the
normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A significant
deficiency is a contro! deficiency, or combination of control deficiencies, that adversely affects the entity’s ability to
initiate, authorize, record, process, or report financial data reliably in accordance with generally accepted accounting
principles such that there is more than a remole likelihood that a misstatement of the entity’s financial stalements that is
more than inconsequential will not be prevented or detected by the entity’s internal control. We consider the following
deficiency to be a significant deficiency in internal controf:

Performance Bonds and Escrow Accounts

The Village has a number of performance bonds and escrow accounts that were not reconciled o the General Fund and
Sewer Fund general ledgers. We suggestthatthe Village keep a folder or spreadsheet of the activity for each performanee
hond and escrow account. A folder or spreadsheet will help the Village monitor the activity and assist inreconciling these
accounts to the general ledgers.

A material weakness is a significant deficiency, or combinaltion of significant deficiencies, that results in moere than a
remote likelihood that a material misstatement of the financial staterents will not be prevented or detected by the entity’s
internal control, We belicve that the following deficiency constitutes a material weakness.



President and Viliage Council
Village of Carleton
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Fipancial Statements

The Village does not have procedures in place to prepare tinancial statements in accordance with accounting principles
generally accepted in the United States of America, including procedures to record accruals for revenues and expenditures,
to track changes in capital assets, and to present required financial statement disclosures.

This communication is intended solely for the information and use of the Village Council, management, others within the
Village and is not intended to be and should not be used by anyone other than these specified parties.

Very truly yours,





